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SENATE BILL NO. 461
INTRODUCED BY STORY, BRUEGGEMAN, STONINGTON

ABILLFORANACTENTITLED: "ANACT TO MITIGATE THE EFFECTS OF THE PERIODIC PROPERTY TAX

REVALUATION CYCLE THAT BEGINS IN 2003; PROWVBINGTFOR-AHOMESTEADEXEMPHONTOR

HOMESTEABPROPERTY: DECREASING THE CLASS FOUR PROPERTY TAXRATE FROM 3.46 PERCENT

TO 3 3.01 PERCENT OVER A 6-YEAR PERIOD; PROWWBING RATEABIBSTMENTS TOCEASSTHOUR

BRACKETS; PROVIDING RATE ADJUSTMENTS TO CLASS FOUR PROPERTY TAX RATES FOR CERTAIN

RESIDENCES WITH EXTRAORDINARY INCREASES IN MARKET VALUE; ESTABLISHING A NEW CLASS

FOUR ANB-EEASSHELEEVEN PROPERTY TAX EXEMPTION SEHEBUYLE FORHOMESTEABDPROPERTY,

OSTHER RATES FOR RESIDENTIAL PROPERTY; RENTAEMBEHFAMIEY-DWELEHINGS; AND-COMMEREAL
ANB-INBUSTRIAEPROPERTY AND COMMERCIALAND INDUSTRIAL PROPERTY THAT AB3USTS ADJUST

THE EXEMPT PERCENTAGE OF VALUE OVER 6 YEARS; PROVIDING AN EXTENSION OF 2003
ADMINISTRATIVE DEADLINES RELATING TO PROPERTY TAXATION; PROVIDING FOR AN INTERIM

PROPERTY TAX REAPPRAISAL STUDY COMMITTEE AND A TAX REFORM STUDY COMMITTEE;

PROVIDING AN APPROPRIATION; AMENDING SECTIONS 5-2-364+43-252+# 15-6-134, $5-6-138; 15-6-138;

15-6-19% 15-6-201, ANB 15-7163; AND 15-7-111, ANB315-8-111315-6-111-AND-15-16-182; MCA,; AND

PROVIDING AN-MMEBIATE EFFECTIVE BATEAND-ARETROACHYE DATES, APPLICABILITY BATE

DATES, AND A TERMINATION DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
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NEW SECTION. SECTION 1. EXTENDED PROPERTY TAX ASSISTANCE -- PHASEIN.(1) FOR THE PURPOSE OF
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MITIGATING EXTRAORDINARY MARKET VALUE INCREASES DURING THE REVALUATION CYCLE THAT ENDED DECEMBER 31,

2002, THE RATE OF TAXATION OF CLASS FOUR RESIDENTIAL DWELLINGS AND APPURTENANT LAND NOT TO EXCEED 5

ACRES OTHERWISE SET IN 15-6-134(2)(A) IS ADJUSTED IN THIS SECTION FOR PROPERTIES WITH EXTRAORDINARY

INCREASES IN MARKET VALUE WITH OWNERS THAT MEET INCOME REQUIREMENTS.

(2) AN ANNUAL APPLICATION ON A FORM PROVIDED BY THE DEPARTMENT IS REQUIRED TO RECEIVE A TAX RATE

ADJUSTMENT UNDER THIS SECTION. THE APPLICATION MUST BE SIGNED UNDER OATH. A TAX RATE ADJUSTMENT MAY BE

GRANTED ONLY FOR THE CURRENT TAX YEAR AND MAY NOT BE GRANTED FOR A PREVIOUS YEAR.

(3) A RATE ADJUSTMENT MAY NOT BE GRANTED FOR:

(A) ANY PROPERTY THAT WAS SOLD OR FOR WHICH THE OWNERSHIP WAS CHANGED AFTER DECEMBER 31, 2002,

UNLESS THE CHANGE IN OWNERSHIP IS BETWEEN HUSBAND AND WIFE OR PARENT AND CHILD WITH ONLY NOMINAL ACTUAL

CONSIDERATION OR THE CHANGE IS PURSUANT TO A DIVORCE DECREE,

(B) THE VALUE OF NEW CONSTRUCTION, INCLUDING REMODELING, ON THE PROPERTY OCCURRING AFTER

DECEMBER 31, 2002, THAT IS GREATER THAN 25% OF THE MARKET VALUE OF THE IMPROVEMENTS; OR

(C) ALAND USE CHANGE OCCURRING AFTER DECEMBER 31, 2002, THAT INCREASES THE MARKET VALUE OF THE

LAND BY MORE THAN 25%.

(4) FOR THE PURPOSES OF DETERMINING THE ADJUSTMENT IN THE CLASS FOUR PROPERTY TAX RATE IN THIS

SECTION, THE FOLLOWING PROVISIONS APPLY!

(A) THE CHANGE IN TAXABLE VALUE BEFORE REAPPRAISAL IS THE 2002 TAX YEAR VALUE ADJUSTED FOR ANY

NEW CONSTRUCTION OR DESTRUCTION THAT OCCURRED IN THE 2002 TAX YEAR. THE TAXABLE VALUE BEFORE

REAPPRAISAL FOR THE 2003 TAX YEAR AND SUBSEQUENT YEARS IS THE SAME AS THE 2002 TAX YEAR VALUE IF NO NEW

CONSTRUCTION, DESTRUCTION, LAND SPLITS, LAND USE CHANGES, LAND RECLASSIFICATIONS, LAND PRODUCTIVITY

CHANGES, IMPROVEMENT GRADE CHANGES, OR OTHER CHANGES ARE MADE TO THE PROPERTY DURING 2002 OR

SUBSEQUENT TAX YEARS.

(B) THE PERCENTAGE INCREASE IN TAXABLE VALUE IS MEASURED AS THE PERCENTAGE CHANGE IN TAXABLE

VALUE BEFORE REAPPRAISAL TO THE TAXABLE VALUE AFTER REAPPRAISAL. THE TAXABLE VALUE BEFORE REAPPRAISAL

IS CALCULATED BY MULTIPLYING THE VALUE BEFORE REAPPRAISAL IN 2003 TIMES 0.69 TIMES 0.0346. THE TAXABLE

VALUE AFTER REAPPRAISAL IS CALCULATED BY MULTIPLYING THE 2003 MARKET VALUE AFTER REAPPRAISAL TIMES 0.66

TIMES 0.0301.

(C) THE DOLLARINCREASE IN TAX LIABILITY IS MEASURED AS THE CHANGE IN TAX LIABILITY BEFORE REAPPRAISAL

TO THE TAXLIABILITY AFTER REAPPRAISAL. THE TAX LIABILITY BEFORE REAPPRAISAL IS CALCULATED BY MULTIPLYING THE
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VALUE BEFORE REAPPRAISAL IN 2003 TIMES 0.69 TIMES 0.0346 TIMES THE TAX YEAR 2002 MILL LEVY APPLIED TO THE

PROPERTY. THE TAX LIABILITY AFTER REAPPRAISAL IS CALCULATED BY MULTIPLYING THE 2003 MARKET VALUE AFTER

REAPPRAISAL TIMES 0.66 TIMES 0.0301 TIMES THE TAX YEAR 2002 MILL LEVY APPLIED TO THE PROPERTY. THE TAX YEAR

2002 MILL LEVY IS THE TOTAL OF ALL MILLS APPLIED TO THE PROPERTY FOR FISCAL YEAR 2003.

(D) TOTAL HOUSEHOLD INCOME IS THE SUM OF THE INCOME OF ALL MEMBERS OF THE HOUSEHOLD AND ALL

OTHER PERSONS WHO ARE OWNERS OF THE PROPERTY. INCOME, AS USED IN THIS SECTION, INCLUDES INCOME FROM ALL

SOURCES, INCLUDING NET BUSINESS INCOME AND OTHERWISE TAX-EXEMPT INCOME OF ALL TYPES BUT NOT INCLUDING

SOCIAL SECURITY INCOME PAID DIRECTLY TO ANURSING HOME. NET BUSINESS INCOME IS GROSS INCOME LESS ORDINARY

EXPENSES BUT BEFORE DEDUCTING DEPRECIATION OR DEPLETION ALLOWANCE, OR BOTH. FOR AN ENTITY, AS DEFINED

IN SUBSECTION (8), INCOME ALSO INCLUDES THE INCOME OF ANY NATURAL PERSON OR ENTITY THAT IS A TRUSTEE OF OR

CONTROLS 25% OR MORE OF THE ENTITY. A HOUSEHOLD IS AN ASSOCIATION OF PERSONS WHO LIVE IN THE SAME

DWELLING, SHARING ITS FURNISHINGS, FACILITIES, ACCOMMODATIONS, AND EXPENSES. FOR SINGLE-FAMILY RENTAL

DWELLINGS, TOTAL HOUSEHOLD INCOME DOES NOT INCLUDE THE INCOME OF THE TENANT.

(E) _THE PHASE-IN VALUE IS THE VALUATION CHANGE MADE PURSUANT TO 15-7-111(3) SINCE THE LAST

REAPPRAISAL.

(5) (A) IF TOTAL HOUSEHOLD INCOME IS $25,000 OR LESS, THE PERCENTAGE INCREASE IN TAXABLE VALUE IS

GREATER THAN 24%, AND THE DOLLAR INCREASE IN TAXABLE LIABILITY IS $250 OR GREATER, THEN THE PROPERTY

QUALIFIES FOR AN ADJUSTED TAX RATE AS FOLLOWS!

(1) FORTAX YEAR 2003, THE TAXRATE IS 0.03598 TIMES THE VALUE BEFORE REAPPRAISAL DIVIDED BY THE 2003

PHASE-IN VALUE.

(1N FORTAX YEAR 2004, THE TAXRATE 1S 0.03759 TIMES THE VALUE BEFORE REAPPRAISAL DIVIDED BY THE 2004

PHASE-IN VALUE.

(1) FOR TAX YEAR 2005, THE TAX RATE IS 0.03932 TIMES THE VALUE BEFORE REAPPRAISAL DIVIDED BY THE

2005 PHASE-IN VALUE.

(1v) FOR TAX YEAR 2006, THE TAX RATE IS 0.04109 TIMES THE VALUE BEFORE REAPPRAISAL DIVIDED BY THE

2006 PHASE-IN VALUE.

(V) FOR TAX YEAR 2007, THE TAX RATE IS 0.04289 TIMES THE VALUE BEFORE REAPPRAISAL DIVIDED BY THE

2007 PHASE-IN VALUE.

(V1) FOR TAX YEAR 2008 AND AFTER, THE TAXRATE IS 0.04485 TIMES THE VALUE BEFORE REAPPRAISAL DIVIDED

BY THE 2008 PHASE-IN VALUE.
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(B) IF TOTAL HOUSEHOLD INCOME IS GREATER THAN $25,000 BUT LESS THAN OR EQUAL TO $50,000, THE

PERCENTAGE INCREASE IN TAXABLE VALUE IS GREATER THAN 30%, AND THE DOLLAR INCREASE IN TAXABLE LIABILITY IS

$250 OR GREATER, THEN THE PROPERTY QUALIFIES FOR AN ADJUSTED TAX RATE AS FOLLOWS:

() FORTAXYEAR 2003, THE TAXRATEIS 0.03633 TIMES THE VALUE BEFORE REAPPRAISAL DIVIDED BY THE 2003

PHASE-IN VALUE.

(1) FORTAX YEAR 2004, THE TAXRATE IS 0.03828 TIMES THE VALUE BEFORE REAPPRAISAL DIVIDED BY THE 2004

PHASE-IN VALUE.

(1) FOR TAX YEAR 2005, THE TAX RATE 1S 0.04038 TIMES THE VALUE BEFORE REAPPRAISAL DIVIDED BY THE

2005 PHASE-IN VALUE.

(Iv) FOR TAX YEAR 2006, THE TAX RATE IS 0.04251 TIMES THE VALUE BEFORE REAPPRAISAL DIVIDED BY THE

2006 PHASE-IN VALUE.

(V) _FOR TAX YEAR 2007, THE TAX RATE IS 0.04467 TIMES THE VALUE BEFORE REAPPRAISAL DIVIDED BY THE

2007 PHASE-IN VALUE.

(V1) FOR TAX YEAR 2008 AND AFTER, THE TAXRATE IS 0.04702 TIMES THE VALUE BEFORE REAPPRAISAL DIVIDED

BY THE 2008 PHASE-IN VALUE.

(C)_IF TOTAL HOUSEHOLD INCOME IS GREATER THAN $50,000 BUT LESS THAN OR EQUAL TO $75,000, THE

PERCENTAGE INCREASE IN TAXABLE VALUE IS GREATER THAN 36%, AND THE DOLLAR INCREASE IN TAXABLE LIABILITY IS

$250 OR GREATER, THEN THE PROPERTY QUALIFIES FOR AN ADJUSTED TAX RATE AS FOLLOWS:

(1) FORTAX YEAR 2003, THE TAXRATE IS 0.03668 TIMES THE VALUE BEFORE REAPPRAISAL DIVIDED BY THE 2003

PHASE-IN VALUE.

(1N FORTAX YEAR 2004, THE TAXRATE 1S 0.03898 TIMES THE VALUE BEFORE REAPPRAISAL DIVIDED BY THE 2004

PHASE-IN VALUE.

(1) FOR TAX YEAR 2005, THE TAX RATE IS 0.04143 TIMES THE VALUE BEFORE REAPPRAISAL DIVIDED BY THE

2005 PHASE-IN VALUE.

(1v) FOR TAX YEAR 2006, THE TAX RATE IS 0.04392 TIMES THE VALUE BEFORE REAPPRAISAL DIVIDED BY THE

2006 PHASE-IN VALUE.

(V) FOR TAX YEAR 2007, THE TAX RATE IS 0.04646 TIMES THE VALUE BEFORE REAPPRAISAL DIVIDED BY THE

2007 PHASE-IN VALUE.

(V1) FOR TAX YEAR 2008 AND AFTER, THE TAXRATE IS 0.04919 TIMES THE VALUE BEFORE REAPPRAISAL DIVIDED

BY THE 2008 PHASE-IN VALUE.
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(D) THE ADJUSTED TAX RATE COMPUTED UNDER THIS SUBSECTION (5) MUST BE ROUNDED TO THE NEAREST

1/100 oF 1%.

(6) A PERSON WHO APPLIES FOR A TAX RATE ADJUSTMENT UNDER THIS SECTION SHALL PROVIDE THE

DEPARTMENT WITH DOCUMENTATION OF TOTAL HOUSEHOLD INCOME AND OTHER INFORMATION THAT THE DEPARTMENT

CONSIDERS NECESSARY TO DETERMINE THE PERSON'S ELIGIBILITY FOR THE TAX RATE ADJUSTMENT. DOCUMENTS

PROVIDED TO THE DEPARTMENT TO DETERMINE ELIGIBILITY FOR A TAX RATE ADJUSTMENT ARE SUBJECT TO THE

CONFIDENTIALITY PROVISIONS IN 15-30-303.

(7) APERSON WHO APPLIES FOR A TAX RATE ADJUSTMENT AND SUBMITS A FALSE OR FRAUDULENT APPLICATION

FOR A TAX RATE ADJUSTMENT IS GUILTY OF FALSE SWEARING UNDER 45-7-202.

(8) FOR THE PURPOSES OF THIS SECTION, "ENTITY" MEANS:

(A) ACORPORATION, FIDUCIARY, OR PASS-THROUGH ENTITY, AS THOSE TERMS ARE DEFINED IN 15-30-101; AND

(B) AN ASSOCIATION, JOINT-STOCK COMPANY, SYNDICATE, TRUST OR ESTATE, OR ANY OTHER NONNATURAL

PERSON.

NEW SECTION. SECTION 2. EXTENDED PROPERTY TAX ASSISTANCE -- PHASEIN. (1) FOR THE PURPOSE OF

MITIGATING EXTRAORDINARY MARKET VALUE INCREASES DURING REVALUATION CYCLES THAT BEGIN AFTER DECEMBER

31, 2008, THE RATE OF TAXATION OF CLASS FOUR RESIDENTIAL DWELLINGS AND APPURTENANT LAND NOT TO EXCEED

5 ACRES OTHERWISE SET IN 15-6-134(2)(A) IS ADJUSTED IN THIS SECTION FOR PROPERTIES WITH EXTRAORDINARY

INCREASES IN MARKET VALUE WITH OWNERS THAT MEET INCOME REQUIREMENTS.

(2) AN ANNUAL APPLICATION ON A FORM PROVIDED BY THE DEPARTMENT IS REQUIRED TO RECEIVE A TAX RATE

ADJUSTMENT UNDER THIS SECTION. THE APPLICATION MUST BE SIGNED UNDER OATH. A TAX RATE ADJUSTMENT MAY BE

GRANTED ONLY FOR THE CURRENT TAX YEAR AND MAY NOT BE GRANTED FOR A PREVIOUS YEAR.

(3) A RATE ADJUSTMENT MAY NOT BE GRANTED FOR:

(A) ANY PROPERTY THAT WAS SOLD OR FOR WHICH THE OWNERSHIP WAS CHANGED AFTER DECEMBER 31 OF

THE LAST YEAR OF THE PREVIOUS REVALUATION CYCLE, UNLESS THE CHANGE IN OWNERSHIP IS BETWEEN HUSBAND AND

WIFE OR PARENT AND CHILD WITH ONLY NOMINAL ACTUAL CONSIDERATION OR THE CHANGE IS PURSUANT TO A DIVORCE

DECREE;

(B) THE VALUE OF NEW CONSTRUCTION, INCLUDING REMODELING, ON THE PROPERTY OCCURRING AFTER

DECEMBER 31 OF THE LAST YEAR OF THE PREVIOUS REVALUATION CYCLE THAT IS GREATER THAN 25% OF THE MARKET

VALUE OF THE IMPROVEMENTS; OR
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(C) ALAND USE CHANGE OCCURRING AFTER DECEMBER 31 OF THE LAST YEAR OF THE PREVIOUS REVALUATION

CYCLE THAT INCREASES THE MARKET VALUE OF THE LAND BY MORE THAN 25%.

(4) FOR THE PURPOSES OF DETERMINING THE ADJUSTMENT IN THE CLASS FOUR PROPERTY TAX RATE IN THIS

SECTION, THE FOLLOWING PROVISIONS APPLY FOR REVALUATION CYCLES BEGINNING AFTER DECEMBER 31, 2008:

(A) (1) THE PERCENTAGE INCREASE IN TAXABLE VALUE IS MEASURED AS THE PERCENTAGE CHANGE IN TAXABLE

VALUE BEFORE REAPPRAISAL TO THE TAXABLE VALUE AFTER REAPPRAISAL. THE TAXABLE VALUE BEFORE REAPPRAISAL

IS CALCULATED BY MULTIPLYING THE VALUE BEFORE REAPPRAISAL TIMES THE RESULT OF 1.00 MINUS THE HOMESTEAD

EXEMPTION BEFORE REAPPRAISAL TIMES THE TAX RATE BEFORE REAPPRAISAL. THE TAXABLE VALUE AFTER REAPPRAISAL

IS CALCULATED BY MULTIPLYING THE MARKET VALUE AFTER REAPPRAISAL TIMES THE RESULT OF 1.00 MINUS THE

HOMESTEAD EXEMPTION AFTER REAPPRAISAL TIMES THE TAX RATE AFTER REAPPRAISAL.

(1) THE TAX RATE BEFORE REAPPRAISAL IS THE TAX RATE THAT WAS IN EFFECT DURING THE LAST YEAR OF THE

PREVIOUS REAPPRAISAL CYCLE.

(1) THE TAX RATE AFTER REAPPRAISAL IS THE TAX RATE THAT WILL BE IN EFFECT DURING THE LAST YEAR OF THE

CURRENT REAPPRAISAL CYCLE.

(1Iv) THE HOMESTEAD EXEMPTION BEFORE REAPPRAISAL IS THE HOMESTEAD EXEMPTION THAT WAS IN EFFECT

DURING THE LAST YEAR OF THE PREVIOUS REAPPRAISAL CYCLE.

(V) THE HOMESTEAD EXEMPTION AFTER REAPPRAISAL IS THE HOMESTEAD EXEMPTION THAT WILL BE IN EFFECT

DURING THE LAST YEAR OF THE CURRENT REAPPRAISAL CYCLE.

(B) THE DOLLAR INCREASE IN TAX LIABILITY IS MEASURED AS THE PERCENTAGE CHANGE IN TAX LIABILITY BEFORE

REAPPRAISAL TO THE TAX LIABILITY AFTER REAPPRAISAL. THE TAX LIABILITY BEFORE REAPPRAISAL IS CALCULATED BY

MULTIPLYING THE VALUE BEFORE REAPPRAISAL TIMES THE RESULT OF 1.00 MINUS THE HOMESTEAD EXEMPTION BEFORE

REAPPRAISAL TIMES THE TAX RATE BEFORE REAPPRAISAL TIMES THE MILL LEVY APPLIED TO THE PROPERTY BEFORE

REAPPRAISAL. THE TAX LIABILITY AFTER REAPPRAISAL IS CALCULATED BY MULTIPLYING THE MARKET VALUE AFTER

REAPPRAISAL TIMES THE RESULT OF 1.00 MINUS THE HOMESTEAD EXEMPTION AFTER REAPPRAISAL TIMES THE TAX RATE

AFTER REAPPRAISAL TIMES THE MILL LEVY APPLIED TO THE PROPERTY BEFORE REAPPRAISAL. THE MILL LEVY APPLIED TO

PROPERTY BEFORE REAPPRAISAL IS THE TOTAL OF ALL MILLS APPLIED TO THE PROPERTY IN THE LAST YEAR OF THE

PREVIOUS REAPPRAISAL CYCLE.

(C) TOTAL HOUSEHOLD INCOME IS THE SUM OF THE INCOME OF ALL MEMBERS OF THE HOUSEHOLD AND ALL

OTHER PERSONS WHO ARE OWNERS OF THE PROPERTY. INCOME, AS USED IN THIS SECTION, INCLUDES INCOME FROMALL

SOURCES, INCLUDING NET BUSINESS INCOME AND OTHERWISE TAX-EXEMPT INCOME OF ALL TYPES BUT NOT INCLUDING
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SOCIAL SECURITY INCOME PAID DIRECTLY TO ANURSING HOME. NET BUSINESS INCOME IS GROSS INCOME LESS ORDINARY

EXPENSES BUT BEFORE DEDUCTING DEPRECIATION OR DEPLETION ALLOWANCE, OR BOTH. FOR AN ENTITY, AS DEFINED

IN SUBSECTION (8), INCOME ALSO INCLUDES THE INCOME OF ANY NATURAL PERSON OR ENTITY THAT IS A TRUSTEE OF OR

CONTROLS 25% OR MORE OF THE ENTITY. A HOUSEHOLD IS AN ASSOCIATION OF PERSONS WHO LIVE IN THE SAME

DWELLING, SHARING ITS FURNISHINGS, FACILITIES, ACCOMMODATIONS, AND EXPENSES. FOR SINGLE-FAMILY RENTAL

DWELLINGS, TOTAL HOUSEHOLD INCOME DOES NOT INCLUDE THE INCOME OF THE TENANT.

(D) THE PHASE-IN VALUE IS THE VALUATION CHANGE MADE PURSUANT TO 15-7-111(3) SINCE THE LAST

REAPPRAISAL.

(5) (A) IF TOTAL HOUSEHOLD INCOME IS $25,000 OR LESS, THE PERCENTAGE INCREASE IN TAXABLE VALUE IS

GREATER THAN 24%, AND THE DOLLAR INCREASE IN TAXABLE LIABILITY IS $250 OR GREATER, THEN THE PROPERTY

QUALIFIES FORAN ADJUSTED TAXRATE. THE ADJUSTED TAX RATE MUST BE CALCULATED SUCH THAT THE TOTAL INCREASE

IN TAXABLE VALUE OVER THE REAPPRAISAL CYCLE IS 24% AND SUCH THAT THE CHANGE IN TAXABLE VALUE IS PHASED IN

OVER THE REAPPRAISAL CYCLE IN EQUAL INCREMENTS.

(B) IF TOTAL HOUSEHOLD INCOME IS GREATER THAN $25,000 BUT LESS THAN OR EQUAL TO $50,000, THE

PERCENTAGE INCREASE IN TAXABLE VALUE IS GREATER THAN 30%, AND THE DOLLAR INCREASE IN TAXABLE LIABILITY IS

$250 OR GREATER, THEN THE PROPERTY QUALIFIES FOR AN ADJUSTED TAX RATE. THE ADJUSTED TAX RATE MUST BE

CALCULATED SUCH THAT THE TOTAL INCREASE IN TAXABLE VALUE OVER THE REAPPRAISAL CYCLE IS 30% AND SUCH THAT

THE CHANGE IN TAXABLE VALUE IS PHASED IN OVER THE REAPPRAISAL CYCLE IN EQUAL INCREMENTS.

(C) IF TOTAL HOUSEHOLD INCOME IS GREATER THAN $50,000 BUT LESS THAN OR EQUAL TO $75,000, THE

PERCENTAGE INCREASE IN TAXABLE VALUE IS GREATER THAN 30%, AND THE DOLLAR INCREASE IN TAXABLE LIABILITY IS

$250 OR GREATER, THEN THE PROPERTY QUALIFIES FOR AN ADJUSTED TAX RATE. THE ADJUSTED TAX RATE WILL BE

CALCULATED SUCH THAT THE TOTAL INCREASE IN TAXABLE VALUE OVER THE REAPPRAISAL CYCLE IS 36% AND SUCH THAT

THE CHANGE IN TAXABLE VALUE IS PHASED IN OVER THE REAPPRAISAL CYCLE IN EQUAL INCREMENTS.

(D) _THE ADJUSTED TAX RATE COMPUTED UNDER THIS SUBSECTION (5) MUST BE ROUNDED TO THE NEAREST

1/100 oF 1%.

(6) A PERSON WHO APPLIES FOR A TAX RATE ADJUSTMENT UNDER THIS SECTION SHALL PROVIDE THE

DEPARTMENT WITH DOCUMENTATION OF TOTAL HOUSEHOLD INCOME AND OTHER INFORMATION THAT THE DEPARTMENT

CONSIDERS NECESSARY TO DETERMINE THE PERSON'S ELIGIBILITY FOR THE TAX RATE ADJUSTMENT. DOCUMENTS

PROVIDED TO THE DEPARTMENT TO DETERMINE ELIGIBILITY FOR A TAX RATE ADJUSTMENT ARE SUBJECT TO THE

CONFIDENTIALITY PROVISIONS IN 15-30-303.

Legislative
Services -15- Authorized Print Version - SB 461
Division



58th Legislature SB0461.05

© 0O N o o b~ wWw N P

W N N NN N N D N NN DN P P PP PP, PR
o © 0o N o o »dM N PP O O 00N o o~ wN -+, O

(7) APERSON WHO APPLIES FOR A TAX RATE ADJUSTMENT AND SUBMITS A FALSE OR FRAUDULENT APPLICATION

FOR A TAX RATE ADJUSTMENT IS GUILTY OF FALSE SWEARING UNDER 45-7-202.

(8) FOR THE PURPOSES OF THIS SECTION, "ENTITY" MEANS:

(A) A CORPORATION, FIDUCIARY, OR PASS-THROUGH ENTITY, AS THOSE TERMS ARE DEFINED IN 15-30-101; AND

(B) AN ASSOCIATION, JOINT-STOCK COMPANY, SYNDICATE, TRUST OR ESTATE, OR ANY OTHER NONNATURAL

PERSON.

Section 3. Section 15-6-134, MCA, is amended to read:
"15-6-134. Class four property --description --taxable percentage. (1) Class four property includes:

(a) subjectto 15-6-201(1)(z) antH{tifasa) anb{IHHAA) AND (1)(AA) and subsections (1)(f) and (1)(g) of this

section, all land, except that specifically included in another class;

(b) subjectto 15-6-201(1)(z) ant{ti{asa) An-{IHAA) AND (1)(AA) and subsections (1)(f) and (1)(g) of this

section, allimprovements, including trailers, manufactured homes, or mobile homes used as aresidence, except
those specifically included in another class;

(c) the first $100,000 or less of the taxable market value of any improvement on real property, including
trailers, manufactured homes, or mobile homes, and appurtenant land not exceeding 5 acres owned or under
contract for deed and actually occupied for at least 7 months a year as the primary residential dwelling of any
person whose total income from all sources, including net business income and otherwise tax-exempt income
of all types but not including social security income paid directly to a nursing home, is not more than $15,000
for a single person or $20,000 for a married couple or a head of household, as adjusted according to subsection
(2)(b)(ii). For the purposes of this subsection (1)(c), net business income is gross income less ordinary operating

expensess [ BUT BEFORE DEDUCTING DEPRECIATION

OR DEPLETION ALLOWANCE, OR BOTH.

(d) all golf courses, including land and improvements actually and necessarily used for that purpose,
that consist of at least nine holes and not less than 700 lineal yards;

(e) subjectto 15-6-201(1)(z), all improvements on land that is eligible for valuation, assessment, and
taxation as agricultural land under 15-7-202, including 1 acre of real property beneath improvements on land
described in 15-6-133(1)(c). The 1 acre must be valued at market value.

() (i) single-family residences, including trailers, manufactured homes, or mobile homes thataretiot
homesteadresidences;
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(i) rental multifamily dwelling units;

(iif) appurtenant improvements to the residences or dwelling units, including the parcels of land upon
which the residences and dwelling units are located and any leasehold improvements; and

(iv) vacant residential lots; and

(9) () commercial buildings and the parcels of land upon which they are situated; and

(i) vacant commercial lots.

(2) Class four property is taxed as follows:

(a) fiy Except as provided in {seetion—3}; [SEcHON3}{SEeToON—I}; 15-24-1402, 15-24-1501, and
15-24-1502, and-stbsection{2)(a)fiof thisseetion; property described in subsections (1)(a), (1)(b), (1)(e), (1)(f),

and (1)(g) of this section is taxed at:

(i) 3-794% 3:38% 3-46% 3-:38% 3.40% of its taxable market value in tax year $999 2003;

(i) 3.3% of its taxable market value in tax year 2004;

(iii) 3.22% of its taxable market value in tax year 2005;

(iv) 3.14% of its taxable market value in tax year 2006;

(v) 3.07% of its taxable market value in tax year 2007; and

(vi) 3% 3-:63% 3% 3.01% of its taxable market value in tax years after 2007.

(b) (i) Property qualifying under the property tax assistance program in subsection (1)(c) is taxed at the

rate provided in subsection (2)(a)fi} of its taxable market value multiplied by a percentage figure based on
income and determined from the following table:

Income Income Percentage
Single Person Married Couple Multiplier

Head of Household

$0 - $ 6,000 $0 - $8,000 20%
6,001 - 9,200 8,001 - 14,000 50%
9,201 - 15,000 14,001 - 20,000 70%

(i) The income levels contained in the table in subsection (2)(b)(i) must be adjusted for inflation annually
by the department. The adjustment to the income levels is determined by:
(A) multiplying the appropriate dollar amount from the table in subsection (2)(b)(i) by the ratio of the PCE
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for the second quarter of the year prior to the year of application to the PCE for the second quarter of 1995; and
(B) rounding the product thus obtained to the nearest whole dollar amount.
(i) "PCE" means the implicit price deflator for personal consumption expenditures as published quarterly
in the Survey of Current Business by the bureau of economic analysis of the U.S. department of commerce.
(c) Property described in subsection (1)(d) is taxed at one-half the taxable percentage rate established
in subsection (2)(a)t).
(3) Within the meaning of comparable property, as defined in 15-1-101, property assessed as
commercial property is comparable only to other property assessed as commercial property and property
assessed as other than commercial property is comparable only to other property assessed as other than

commercial property."
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17 Section 4. Section 15-6-201, MCA, is amended to read:
18 "15-6-201. (Temporary) Exempt categories. (1) The following categories of property are exempt from
19 taxation:
20 (a) except as provided in 15-24-1203, the property of:
21 () the United States, except:
22 (A) if congress passes legislation that allows the state to tax property owned by the federal government
23 or an agency created by congress; or
24 (B) as provided in 15-24-1103;
25 (ii) the state, counties, cities, towns, and school districts;
26 (iii) irrigation districts organized under the laws of Montana and not operating for profit;
27 (iv) municipal corporations;
28 (v) public libraries; and
29 (vi) rural fire districts and other entities providing fire protection under Title 7, chapter 33;
30 (b) buildings, with land that they occupy and furnishings in the buildings, that are owned by a church
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and used for actual religious worship or for residences of the clergy, together with adjacent land reasonably
necessary for convenient use of the buildings;

(c) property used exclusively for agricultural and horticultural societies, for educational purposes, and
for nonprofit health care facilities, as defined in 50-5-101, licensed by the department of public health and human
services and organized under Title 35, chapter 2 or 3. A health care facility that is not licensed by the department
of public health and human services and organized under Title 35, chapter 2 or 3, is not exempt.

(d) property that is:

(i) owned and held by an association or corporation organized under Title 35, chapter 2, 3, 20, or 21;

(i) devoted exclusively to use in connection with a cemetery or cemeteries for which a permanent care
and improvement fund has been established as provided for in Title 35, chapter 20, part 3; and

(i) not maintained and operated for private or corporate profit;

(e) subject to subsection (2), property that is owned or property that is leased from a federal, state, or
local governmental entity by institutions of purely public charity if the property is directly used for purely public
charitable purposes;

(f) evidence of debt secured by mortgages of record upon real or personal property in the state of
Montana;

(g) public museums, art galleries, zoos, and observatories that are not used or held for private or
corporate profit;

(h) all household goods and furniture, including but not limited to clocks, musical instruments, sewing
machines, and wearing apparel of members of the family, used by the owner for personal and domestic
purposes or for furnishing or equipping the family residence;

(i) truck canopy covers or toppers and campers;

() a bicycle, as defined in 61-1-123, used by the owner for personal transportation purposes;

(k) motor homes;

() all watercraft;

(m) motor vehicles, land, fixtures, buildings, and improvements owned by a cooperative association or
nonprofit corporation organized to furnish potable water to its members or customers for uses other than the
irrigation of agricultural land;

(n) the right of entry that is a property right reserved in land or received by mesne conveyance
(exclusive of leasehold interests), devise, or succession to enter land with a surface title that is held by another
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to explore, prospect, or dig for oil, gas, coal, or minerals;

(o) (i) property that is owned and used by a corporation or association organized and operated
exclusively for the care of persons with developmental disabilities, persons with mental illness, or persons with
physical or mental impairments that constitute or result in substantial impediments to employment and that is
not operated for gain or profit; and

(i) property that is owned and used by an organization owning and operating facilities that are for the
care of the retired, aged, or chronically ill and that are not operated for gain or profit;

(p) all farm buildings with a market value of less than $500 and all agricultural implements and
machinery with a market value of less than $100;

(q) property owned by a nonprofit corporation that is organized to provide facilities primarily for training
and practice for or competition in international sports and athletic events and that is not held or used for private
or corporate gain or profit. For purposes of this subsection (1)(q), "nonprofit corporation” means an organization
that is exempt from taxation under section 501(c) of the Internal Revenue Code and incorporated and admitted
under the Montana Nonprofit Corporation Act.

(r) (i) the first $15,000 or less of market value of tools owned by the taxpayer that are customarily
hand-held and that are used to:

(A) construct, repair, and maintain improvements to real property; or

(B) repair and maintain machinery, equipment, appliances, or other personal property;

(ii) space vehicles and all machinery, fixtures, equipment, and tools used in the design, manufacture,
launch, repair, and maintenance of space vehicles that are owned by businesses engaged in manufacturing and
launching space vehicles in the state or that are owned by a contractor or subcontractor of that business and
that are directly used for space vehicle design, manufacture, launch, repair, and maintenance;

(s) harness, saddlery, and other tack equipment;

(t) a title plant owned by a title insurer or a title insurance producer, as those terms are defined in
33-25-105;

(u) timber as defined in 15-44-102;

(v) all trailers as defined in 61-1-111, semitrailers as defined in 61-1-112, pole trailers as defined in
61-1-114, and travel trailers as defined in 61-1-131;

(w) all vehicles registered under 61-3-456;

(x) (i) buses, trucks having a manufacturer's rated capacity of more than 1 ton, and truck tractors,
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including buses, trucks, and truck tractors apportioned under Title 61, chapter 3, part 7; and

(ii) personal property that is attached to a bus, truck, or truck tractor that is exempt under subsection
(D)CA0);

(y) motorcycles and quadricycles;

(z) the following FoH-EowWANS FOLLOWING percentage of the market value of residentiat etass—four
RESIDENTHAE EEASSFOUR RESIDENTIAL property as described in 35-6-134{h)(e)and{(h)(f) asprovidedin{section

3} 15-6-134(1)(E) AND (1) (F)YEDHErANB{DHF): AND-ELASSEEEVENPREOPERTY-DESERIBEBHNSECHONSIASPROWVDED

() 31% FOR TAX YEAR 2003;
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(1) 31.4% FOR TAX YEAR 2004;

(111) 32% FOR TAX YEAR 2005;

(1Iv) 32.6% FOR TAX YEAR 2006;

(V) 33.2% FOR TAX YEAR 2007;

(V1) 34% FOR TAX YEAR 2008 AND SUCCEEDING TAX YEARS;

(AA) THE FOLLOWING PERCENTAGE OF THE MARKET VALUE OF COMMERCIAL PROPERTY AS DESCRIBED IN

15-6-134(1)(G):

() 13% FOR TAX YEAR 2003;

(1) 13.3% FOR TAX YEAR 2004;

(1) 13.8% FOR TAX YEAR 2005;

(1Iv) 14.2% FOR TAX YEAR 2006;

(V) 14.6% FOR TAX YEAR 2007;

(v1) 15% FOR TAX YEAR 2008 AND SUCCEEDING TAX YEARS;

bbyfaaxsB)YA~)(BB) personal property used by an industrial dairy or an industrial milk processor and
dairy livestock used by an industrial dairy;

fee)tbbY{eexsn)(cc) items of personal property intended for rent or lease in the ordinary course of

business if each item of personal property satisfies all of the following:

(i) the acquired cost of the personal property is less than $15,000;

(i) the personal property is owned by a business whose primary business income is from rental or lease
of personal property to individuals and no one customer of the business accounts for more than 10% of the total
rentals or leases during a calendar year; and

(i) the lease of the personal property is generally on an hourly, daily, or weekly basis;

debfeeppHec)(pD) all manufacturing machinery, fixtures, equipment, and tools used for the production
of ethanol from grain during the course of the construction of an ethanol manufacturing facility and for 10 years
after completion of construction of the manufacturing facility; and

feex{ddHEEXPBY(EE) light vehicles as defined in 61-1-139.

(2) (a) For the purposes of subsection (1)(e):

(i) the term "institutions of purely public charity" includes any organization that meets the following
requirements:

(A) The organization offers its charitable goods or services to persons without regard to race, religion,
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creed, or gender and qualifies as a tax-exempt organization under the provisions of section 501(c)(3), Internal
Revenue Code, as amended.

(B) The organization accomplishes its activities through absolute gratuity or grants. However, the
organization may solicit or raise funds by the sale of merchandise, memberships, or tickets to public
performances or entertainment or by other similar types of fundraising activities.

(ii) agricultural property owned by a purely public charity is not exempt if the agricultural property is used
by the charity to produce unrelated business taxable income as that term is defined in section 512 of the Internal
Revenue Code, 26 U.S.C. 512. A public charity claiming an exemption for agricultural property shall file annually
with the department a copy of its federal tax return reporting any unrelated business taxable income received
by the charity during the tax year, together with a statement indicating whether the exempt property was used
to generate any unrelated business taxable income.

(b) For the purposes of subsection (1)(g), the term "public museums, art galleries, zoos, and
observatories" means governmental entities or nonprofit organizations whose principal purpose is to hold
property for public display or for use as a museum, art gallery, zoo, or observatory. The exempt property includes
all real and personal property reasonably necessary for use in connection with the public display or observatory
use. Unless the property is leased for a profit to a governmental entity or nonprofit organization by an individual
or for-profit organization, real and personal property owned by other persons is exempt if it is:

(i) actually used by the governmental entity or nonprofit organization as a part of its public display;

(i) held for future display; or

(iif) used to house or store a public display.

(3) For the purposes of subsection bbb} {Htaa) e} (A} (1)(8B):

(a) "industrial dairy" means a large-scale dairy operation with 1,000 or more milking cows and includes

the dairy livestock and integral machinery and equipment that the dairy uses to produce milk and milk products
solely for export from the state, either directly by the dairy or after the milk or milk product has been further
processed by an industrial milk processor. After export, any unprocessed milk must be further processed into
other dairy products.

(b) "industrial milk processor" means a facility and integral machinery used solely to process milk into
milk products for export from the state.

(4) The following portions of the appraised value of a capital investment in a recognized nonfossil form
of energy generation or low emission wood or biomass combustion devices, as defined in 15-32-102, are exempt
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from taxation for a period of 10 years following installation of the property:

(2) $20,000 in the case of a single-family residential dwelling;

(b) $100,000 in the case of a multifamily residential dwelling or a nonresidential structure.

15-6-201. (Effective on occurrence of contingency) Exempt categories. (1) The following categories
of property are exempt from taxation:

(a) except as provided in 15-24-1203, the property of:

() the United States, except:

(A) if congress passes legislation that allows the state to tax property owned by the federal government
or an agency created by congress; or

(B) as provided in 15-24-1103;

(ii) the state, counties, cities, towns, and school districts;

(iii) irrigation districts organized under the laws of Montana and not operating for profit;

(iv) municipal corporations;

(v) public libraries; and

(vi) rural fire districts and other entities providing fire protection under Title 7, chapter 33;

(b) buildings, with land that they occupy and furnishings in the buildings, that are owned by a church
and used for actual religious worship or for residences of the clergy, together with adjacent land reasonably
necessary for convenient use of the buildings;

(c) property used exclusively for agricultural and horticultural societies, for educational purposes, and
for nonprofit health care facilities, as defined in 50-5-101, licensed by the department of public health and human
services and organized under Title 35, chapter 2 or 3. A health care facility that is not licensed by the department
of public health and human services and organized under Title 35, chapter 2 or 3, is not exempt.

(d) property that is:

(i) owned and held by an association or corporation organized under Title 35, chapter 2, 3, 20, or 21;

(ii) devoted exclusively to use in connection with a cemetery or cemeteries for which a permanent care
and improvement fund has been established as provided for in Title 35, chapter 20, part 3; and

(iif) not maintained and operated for private or corporate profit;

(e) subject to subsection (2), property that is owned or property that is leased from a federal, state, or
local governmental entity by institutions of purely public charity if the property is directly used for purely public
charitable purposes;
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(f) evidence of debt secured by mortgages of record upon real or personal property in the state of
Montana;

(g) public museums, art galleries, zoos, and observatories that are not used or held for private or
corporate profit;

(h) all household goods and furniture, including but not limited to clocks, musical instruments, sewing
machines, and wearing apparel of members of the family, used by the owner for personal and domestic
purposes or for furnishing or equipping the family residence;

(i) truck canopy covers or toppers and campers;

() a bicycle, as defined in 61-1-123, used by the owner for personal transportation purposes;

(k) motor homes;

() all watercraft;

(m) motor vehicles, land, fixtures, buildings, and improvements owned by a cooperative association or
nonprofit corporation organized to furnish potable water to its members or customers for uses other than the
irrigation of agricultural land,;

(n) the right of entry that is a property right reserved in land or received by mesne conveyance
(exclusive of leasehold interests), devise, or succession to enter land with a surface title that is held by another
to explore, prospect, or dig for oil, gas, coal, or minerals;

(o) (i) property that is owned and used by a corporation or association organized and operated
exclusively for the care of persons with developmental disabilities, persons with mental illness, or persons with
physical or mental impairments that constitute or result in substantial impediments to employment and that is
not operated for gain or profit; and

(i) property that is owned and used by an organization owning and operating facilities that are for the
care of the retired, aged, or chronically ill and that are not operated for gain or profit;

(p) all farm buildings with a market value of less than $500 and all agricultural implements and
machinery with a market value of less than $100;

(q) property owned by a nonprofit corporation that is organized to provide facilities primarily for training
and practice for or competition in international sports and athletic events and that is not held or used for private
or corporate gain or profit. For purposes of this subsection (1)(q), "nonprofit corporation™ means an organization
that is exempt from taxation under section 501(c) of the Internal Revenue Code and incorporated and admitted
under the Montana Nonprofit Corporation Act.
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(r) (i) the first $15,000 or less of market value of tools owned by the taxpayer that are customarily
hand-held and that are used to:

(A) construct, repair, and maintain improvements to real property; or

(B) repair and maintain machinery, equipment, appliances, or other personal property;

(ii) space vehicles and all machinery, fixtures, equipment, and tools used in the design, manufacture,
launch, repair, and maintenance of space vehicles that are owned by businesses engaged in manufacturing and
launching space vehicles in the state or that are owned by a contractor or subcontractor of that business and
that are directly used for space vehicle design, manufacture, launch, repair, and maintenance;

(s) harness, saddlery, and other tack equipment;

(t) a title plant owned by a title insurer or a title insurance producer, as those terms are defined in
33-25-105;

(u) timber as defined in 15-44-102;

(v) all trailers as defined in 61-1-111, semitrailers as defined in 61-1-112, pole trailers as defined in
61-1-114, and travel trailers as defined in 61-1-131;

(w) all vehicles registered under 61-3-456;

(x) (i) buses, trucks having a manufacturer's rated capacity of more than 1 ton, and truck tractors,
including buses, trucks, and truck tractors apportioned under Title 61, chapter 3, part 7; and

(ii) personal property that is attached to a bus, truck, or truck tractor that is exempt under subsection
(D)CA0);

(y) motorcycles and quadricycles;

(z) the following FoH-EOWANS FOLLOWING percentage of the market value of residentiat etassfour
RESIDENTHAE EEASSFOUR RESIDENTIAL property as described in 35-6-134{h)(e)and(H{f) asprovidedin{section
3} 15-6-134(1)(E) AND (1)(F)

Legislative
Services -31- Authorized Print Version - SB 461
Division



58th Legislature SB0461.05

© 0O N o o »MA W N P

NN NN R R R R R R R R R R
W N B O © O N o O M W N B O

24
25
26
27
28
29
30

() 31% FOR TAX YEAR 2003;

(1) 31.4% FOR TAX YEAR 2004;

(111) 32% FOR TAX YEAR 2005;

(1Iv) 32.6% FOR TAX YEAR 2006;

(V) 33.2% FOR TAX YEAR 2007;

(V1) 34% FOR TAX YEAR 2008 AND SUCCEEDING TAX YEARS;

(AA) THE FOLLOWING PERCENTAGE OF THE MARKET VALUE OF COMMERCIAL PROPERTY AS DESCRIBED IN

15-6-134(1)(G):

() 13% FOR TAX YEAR 2003;

(1) 13.3% FOR TAX YEAR 2004;

(1) 13.8% FOR TAX YEAR 2005;

(1Iv) 14.2% FOR TAX YEAR 2006;

(V) 14.6% FOR TAX YEAR 2007;

(v1) 15% FOR TAX YEAR 2008 AND SUCCEEDING TAX YEARS;

bbyfaaxsB)}A~)(BB) personal property used by an industrial dairy or an industrial milk processor and
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dairy livestock used by an industrial dairy;

fee)tbbY{eexsn)(cc) items of personal property intended for rent or lease in the ordinary course of

business if each item of personal property satisfies all of the following:

(i) the acquired cost of the personal property is less than $15,000;

(i) the personal property is owned by a business whose primary business income is from rental or lease
of personal property to individuals and no one customer of the business accounts for more than 10% of the total
rentals or leases during a calendar year; and

(i) the lease of the personal property is generally on an hourly, daily, or weekly basis;

{debfeeppHee)(DD) all agricultural implements and equipment;

fee)ytde{EEXBBY(EE) all mining machinery, fixtures, equipment, tools, and supplies except those included
in class five;

#HteetrAXER)(FF) all manufacturing machinery, fixtures, equipment, tools, and supplies except those
included in class five;

tgg{h{es)xrr(ca) all goods and equipment that are intended for rent or lease, except goods and
equipment that are specifically included and taxed in another class;

thin{aemH{esi(HH) special mobile equipment as defined in 61-1-104;

Rt (1) furniture, fixtures, and equipment, except that specifically included in another class,
used in commercial establishments as defined in this section;

GRERE3E (1) x-ray and medical and dental equipment;

Hdafitaan(kK) citizens' band radios and mobile telephones;

hddatig(LL) radio and television broadcasting and transmitting equipment;

tmmydh{immyy(MM) cable television systems;
Army{mrm{nn}(NN) coal and ore haulers;

feeytnn{eexnn}(00) theater projectors and sound equipment; and
epYeairries)(PP) light vehicles as defined in 61-1-139.

(2) (a) For the purposes of subsection (1)(e):

(i) the term "institutions of purely public charity" includes any organization that meets the following
requirements:

(A) The organization offers its charitable goods or services to persons without regard to race, religion,
creed, or gender and qualifies as a tax-exempt organization under the provisions of section 501(c)(3), Internal
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Revenue Code, as amended.

(B) The organization accomplishes its activities through absolute gratuity or grants. However, the
organization may solicit or raise funds by the sale of merchandise, memberships, or tickets to public
performances or entertainment or by other similar types of fundraising activities.

(i) agricultural property owned by a purely public charity is not exempt if the agricultural property is used
by the charity to produce unrelated business taxable income as that term is defined in section 512 of the Internal
Revenue Code, 26 U.S.C. 512. A public charity claiming an exemption for agricultural property shall file annually
with the department a copy of its federal tax return reporting any unrelated business taxable income received
by the charity during the tax year, together with a statement indicating whether the exempt property was used
to generate any unrelated business taxable income.

(b) For the purposes of subsection (1)(g), the term "public museums, art galleries, zoos, and
observatories" means governmental entities or nonprofit organizations whose principal purpose is to hold
property for public display or for use as a museum, art gallery, zoo, or observatory. The exempt property includes
all real and personal property reasonably necessary for use in connection with the public display or observatory
use. Unless the property is leased for a profit to a governmental entity or nonprofit organization by an individual
or for-profit organization, real and personal property owned by other persons is exempt if it is:

() actually used by the governmental entity or nonprofit organization as a part of its public display;

(ii) held for future display; or

(i) used to house or store a public display.

(3) For the purposes of subsection {I){bb) {Hitaa)y (H{es} A~} (1)(BB):

(a) "industrial dairy" means a large-scale dairy operation with 1,000 or more milking cows and includes
the dairy livestock and integral machinery and equipment that the dairy uses to produce milk and milk products
solely for export from the state, either directly by the dairy or after the milk or milk product has been further
processed by an industrial milk processor. After export, any unprocessed milk must be further processed into
other dairy products.

(b) "industrial milk processor" means a facility and integral machinery used solely to process milk into
milk products for export from the state.

(4) The following portions of the appraised value of a capital investment in a recognized nonfossil form
of energy generation or low emission wood or biomass combustion devices, as defined in 15-32-102, are exempt
from taxation for a period of 10 years following installation of the property:
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(a) $20,000 in the case of a single-family residential dwelling;

(b) $100,000 in the case of a multifamily residential dwelling or a nonresidential structure."
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Section 5. Section 15-7-111, MCA, is amended to read:

N
(o]

"15-7-111. Periodic revaluation of certain taxable property. (1) The department shall administer and

w
o

supervise a program for the revaluation of all taxable property within classes three, four, and ten. All other
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(2) The department shall value and phase in the value of newly constructed, remodeled, or reclassified

property in a manner consistent with the valuation within the same class and the values established pursuant
to subsection (1). The department shall adopt rules for determining the assessed valuation and phased-in value
of new, remodeled, or reclassified property within the same class.

(3) Beginning—Jandvary—1,2001the The department of revenue shall administer and supervise a
program for the revaluation of all taxable property within classes three, four, and ten. A comprehensive written
reappraisal plan must be promulgated by the department. The reappraisal plan adopted must provide that all

class three, four, and ten property in each county is revalued by January 1, 2663 2008, EFFECTIVE FOR JANUARY

1, 2009, and each succeeding 6 years. The resulting valuation changes must be phased in for each year until
the next reappraisal. If a percentage of change for each year is not established, then the percentage of phasein

for each year is 16.66%.
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29 NEW SECTION. Section 6. Extension of 2003 deadlines relating to property taxation. As a result

30 ofthe change in the phasein of reappraisal for class three, four, and ten property enacted by the 58th legislature,
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it may not be possible to comply with certain statutory deadlines relating to appraisals, assessments,
reimbursements, budgets, and collection of property taxes. The state appraisal and assessment process may
be delayed, which in turn may cause delays for the tax appeal boards and local government taxing jurisdiction
budgeting and collection processes. Therefore, for tax year 2003, all deadlines are extended as necessary and
reasonable, except that the time limits allowed for filing an appeal remain the same as provided by law in order

to allow for the orderly and efficient assessment and collection of taxes.

NEW SECTION. SECTION 7. INTERIM PROPERTY TAX REAPPRAISAL AND TAX REFORM STUDY COMMITTEES.

(1) (A) THERE IS AN INTERIM PROPERTY TAX REAPPRAISAL STUDY COMMITTEE CREATED TO STUDY THE EFFECTS OF

CYCLICAL REAPPRAISAL AND METHODS FOR MITIGATING THE CHANGES IN TAXABLE VALUE CAUSED BY CYCLICAL

REAPPRAISAL.

23(B) THE COMMITTEE IS COMPOSED OF FOUR SENATORS, TWO FROM EACH POLITICAL PARTY, APPOINTED BY

THE COMMITTEE ON COMMITTEES, AND FOUR REPRESENTATIVES, TWO APPOINTED BY THE SPEAKER AND TWO APPOINTED

BY THE MINORITY LEADER.

(2) (A) THERE IS AN INTERIM TAX REFORM STUDY COMMITTEE CREATED TO STUDY TAX REFORM THAT MAY

INCLUDE REVISING THE EXISTING TAX STRUCTURE AND CONSIDERING ALTERNATIVE FORMS OF TAXATION. THE MEMBERS

MUST INCLUDE!

(1) _FOUR SENATORS, TWO FROM EACH POLITICAL PARTY, APPOINTED BY THE COMMITTEE ON COMMITTEES;

(11) FOUR REPRESENTATIVES, TWO APPOINTED BY THE SPEAKER AND TWO APPOINTED BY THE MINORITY LEADER;

(1) THE FOLLOWING MEMBERS APPOINTED BY THE GOVERNOR!

(A) ONE REPRESENTATIVE OF SMALL BUSINESS;

(B) ONE REPRESENTATIVE OF LARGE INDUSTRY;

(C) ONE REPRESENTATIVE OF AGRICULTURE; AND

(D) ONE REPRESENTATIVE OF LABOR.

(B) THE MEMBERS OF THE COMMITTEE SHALL SELECT A PRESIDING OFFICER AND MAY APPOINT OTHER OFFICERS

AS CONSIDERED NECESSARY.

(C) THE COMMITTEE SHALL ADOPT RULES OF PROCEDURE FOR CONDUCTING MEETINGS.

(D) THE PURPOSE OF THE COMMITTEE IS TO CONDUCT A COMPREHENSIVE EXAMINATION OF TAXATION IN

MONTANA. THE COMMITTEE SHALL:

Legislative
Services -41 - Authorized Print Version - SB 461
Division



58th Legislature SB0461.05

© 0O N o o »MA W N P

W N N NN N N D N NN NDMDN P PP P PP, PR, R
o © 00 N o o »dM W N PP O O 00N o o B~ wN -+, O

(1) DEVELOP AN INVENTORY OF TAXES IMPOSED AT THE STATE AND LOCAL LEVEL, INCLUDING BUT NOT LIMITED

—
O

(A) THE TAXATION OF PROPERTY;

(B) THE TAXATION OF INCOME;

(C)_EXCISE AND USE TAXES; AND

(D) TAXATION OF NATURAL RESOURCE PRODUCTION, INCLUDING ENERGY PRODUCTION AND TRANSMISSION;

(1) PROVIDE ANALYSES THAT EVALUATE EXISTING TAXES IN TERMS OF:

(A) THEIR ADEQUACY, EFFICIENCY, BURDEN OR INCIDENCE, FAIRNESS, ABILITY TO BE EXPORTED, AND EFFECT

ON ECONOMIC BEHAVIOR, INCLUDING THEIR EFFECT ON INDIVIDUAL AND BUSINESS DECISIONS,; AND

(B) COSTS OF ADMINISTRATION AND COMPLIANCE;

(1) EXAMINE TAX EXPENDITURES TO ASSESS THE ONGOING MERIT OF EACH EXPENDITURE; AND

(1Iv) EXAMINE ALTERNATIVE METHODS OF TAXATION FROM EXISTING SOURCES, AS WELL AS NEW SOURCES OF

REVENUE, AND EVALUATE THE ALTERNATIVE METHODS AND NEW SOURCES ACCORDING TO THE CRITERIA DESCRIBED IN

SUBSECTION (2)(D)(1).

(E) THE COMMITTEE SHALL SOLICIT THE KNOWLEDGE AND ADVICE OF ECONOMISTS, TAX POLICY EXPERTS, AND

REPRESENTATIVES OF TAXPAYER GROUPS, LOCAL GOVERNMENTS, SMALL BUSINESS ORGANIZATIONS, LARGE INDUSTRY,

AGRICULTURE, AND ECONOMIC AND BUSINESS DEVELOPMENT ORGANIZATIONS.

(3) THE COMMITTEES CREATED IN THIS SECTION SHALL COORDINATE THEIR WORK AND SHALL REPORT TO EACH

OTHER AFTER EACH MEETING. THE TWO COMMITTEES SHALL MEET TOGETHER AT LEAST ONCE EVERY 6 MONTHS.

(4) THE COMMITTEES SHALL SUBMIT WRITTEN REPORTS TO THE LEGISLATURE NOT LATER THAN DECEMBER 1,

2004, THAT MUST INCLUDE RECOMMENDATIONS AND PROPOSED LEGISLATION, IF LEGISLATION IS CONSIDERED

NECESSARY, TO MITIGATE THE EFFECTS OF CYCLICAL REAPPRAISAL AND TO PROVIDE TAX REFORM FOR MONTANA.

3)}5) THE coMMIFFEEHS COMMITTEES ARE ATTACHED FOR ADMINISTRATIVE PURPOSES ONLY TO THE

DEPARTMENT OF REVENUE TO BE STAFFED BY THE EXECUTIVE BRANCH WITH THE COOPERATION OF THE STAFF OF THE

LEGISLATIVE BRANCH.

(6) (A) NONLEGISLATIVE MEMBERS OF THE TAX REFORM STUDY COMMITTEE MUST BE REIMBURSED IN

ACCORDANCE WITH 2-18-501 THROUGH 2-18-503 FOR ACTUAL AND NECESSARY EXPENSES INCURRED IN ATTENDING

MEETINGS OR CONDUCTING COMMITTEE BUSINESS.

(B) LEGISLATORS SERVING ON THE COMMITTEES MUST BE REIMBURSED AND COMPENSATED AS PROVIDED FOR

IN 5-2-302 FOR ACTUAL AND NECESSARY EXPENSES INCURRED IN ATTENDING MEETINGS OR CONDUCTING COMMITTEE
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BUSINESS.

(7) THE MEMBERS OF THE COMMITTEES CREATED IN THIS SECTION MUST BE APPOINTED BY JULY 1, 2003.

NEW SECTION. SECTION 8. APPROPRIATION. (1) THE COMMITTEES CREATED IN [SECTION 5 7] MAY RECEIVE

GIFTS, GRANTS, AND DONATIONS. THE MONEY RECEIVED MUST BE USED FOR FULFILLING THE DUTIES OF THE COMMITTEES,

FOR REIMBURSING THE EXPENSES OF COMMITTEE MEMBERS, OR FOR PROVIDING STAFF FOR THE COMMITTEES. THE

MONEY RECEIVED MUST BE PLACED IN A SPECIAL REVENUE FUND ACCOUNT TO THE CREDIT OF THE DEPARTMENT OF

REVENUE.

(2) IN ADDITION TO ANY MONEY RECEIVED PURSUANT TO SUBSECTION (1), THERE IS APPROPRIATED $60,000

FROM THE GENERAL FUND TO THE COMMITTEES CREATED IN [SECTION 5 7] FOR THE BIENNIUM FOR THE OPERATING

EXPENSES AND PERSONNEL EXPENSES OF THE COMMITTEES.

NEW SECTION. SECTION9. CODIFICATION INSTRUCTION. [SECTIONS 1 AND 2] ARE INTENDED TO BE CODIFIED

AS AN INTEGRAL PART OF TITLE 15, CHAPTER 6, PART 1, AND THE PROVISIONS OF TITLE 15, CHAPTER 6, PART 1, APPLY

TO [SECTIONS 1 AND 2].

NEW SECTION. SECTION 10. COORDINATION INSTRUCTION. IF SENATE BIiLL NO. 126 AND [THIS ACT] ARE

BOTH PASSED AND APPROVED, THEN THE AMENDMENTS CONTAINED IN 15-6-201(1)(z) AND (1)(AA) IN [SECTION 2 OF

SENATE BiLL No. 126] ARE VOID.

NEW SECTION. SECTION 11. SEVERABILITY. |[F A PART OF [THIS ACT] IS INVALID, ALL VALID PARTS THAT ARE

SEVERABLE FROM THE INVALID PART REMAIN IN EFFECT. IF A PART OF [THIS ACT] IS INVALID IN ONE OR MORE OF ITS
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APPLICATIONS, THE PART REMAINS IN EFFECT IN ALL VALID APPLICATIONS THAT ARE SEVERABLE FROM THE INVALID

APPLICATIONS.

NEW SECTION. Section 12. Effective gate DATES. (1) fFhisaet} EXCEPT AS PROVIDED IN SUBSECTIONS

(2) AND (3), [THIS ACT] is effective on passage and approval.

(2) [SECTION 8] 1S EFFECTIVE JULY 1, 2003.

(3) [SECTION 2] 1S EFFECTIVE JANUARY 1, 2009.

NEW SECTION. Section 13. Retroactive-appticabitity APPLICABILITY. (1) fFhis-actl-appties

[SECTIONS 1 AND 3 THROUGH 5] APPLY retroactively, within the meaning of 1-2-109, to tax years beginning after

December 31, 2002.

(2) [SECTION 2] APPLIES TO TAX YEARS BEGINNING AFTER DECEMBER 31, 2008.

NEW SECTION. SECTION 14. TERMINATION. [SECTION 1] TERMINATES DECEMBER 31, 2008.

-END -
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